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I C R R T 3 V I E D  NAIL 

1 Daar Applicant: 

UIZ have consiclsrlzd your a r ~ p l j . . : . ~ * i o n  fcr rscaqnition of c:;ompf:ion frczl~l fcde:ral 
in~omtl  t a x  unrlt:.T aoct jo, i  9 P l . ( c i  ( 4 )  of t h e  f n t s ~ : n a l  Ro,rcni.lc. Code. 

Tlie i n f ~ r m a t f  on :;l~bl~ti t ted irrilictlfiea t h a t  yoltr o t q 4 n i z a t i ~ ~ 1 ~  $2-36 incr.s.tpnraked on 
********* *  ******  undcr ths 1a t .v  of thc S 1 : ~ l c .  oiS ****** ********  to p r o ~ l d t '  f o r  t h ~  
maint-en~nr=o, preset-vation arid ccrrtrol of the common e lc~aonts  uithin that: 
c s v t a i ~ s  t r ac t  of propsrty Qir:scribed j t t  E x h i b l t s  " A "  and "8" of a ce r t a in  
[.laster D ~ e d  enti tlsd, "***** * * * * * * * * *  ** ***************  " . 
The ac t i rd  t i e s  of your associa t ion Incl3.1do adrninii>taeing, ~fiahaging and 
apnrating t h e  conlrnon affairs nf the  unit oyrnern and to maintain, repair arid 
replace the  qenaral and l l n i t e d  CC~filhOn elements of the condoml!~j . t~~~ as  provided 
in the  Yssker Dead and By3,dws. 

Your incofna is primari ly  d a r i i r o d  from collect  ion of cach unit oifacrl e 
prcportionate sharo o f  t ho  ansessrrt~nt for cninrnon axpansss, R x p e n 3 ~ a  cover the 
repairs ,  roplscemant and maintenanca of t he  l i ~ n i t c d  com~non elaments. 

I 
Section 502 ic! ( 4 !  slf tho  Cc~ds pra::l.di.s for. the c.xsapt icn f ros fedoral jncorae 
t a x  of r i v i c  l e a q u ~ s  or organizat ions  not arcranized for  prafif but operatsd 
excl1.1siv6ly Pnr t h e  proinfit;lorr cif sccj.31 ;.?elf arr .  

Section 1. SOI lc )  441 -1 IR)  ( 2 )  (11 o f  the lacorno Tax ReguXations provides tha t  an 
organization i n  operated for the promotion o f  social valfars i f  it prot~c lcs ,  
in nome Tray, the clslnnarr good and qoneral welfare of t h e  people nf the  
corn~nunity, A n  organizat. lon degctlbecl in t(lj,a sec t ion  is !rki,cl't i .3  aporat;..l 
far %ha ptlrpofle of  br ic~u ing  about  civic bal:tc!rmertts a t ~ d  sgnci.,aI i~nprovcml?nts. 



-a- 

***** * * * * * *  ************************ ~1 
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In Re~enue Rul ing 74-17, 1919-1, C . U . ,  an orgsnizatioh wao formed by unit 
u:Jnors of a candolrinium housing projsct  and was operated 50 provide for the 
ma&%gernent, maintenance, and care of the  common a.reas of  the project. ItC. 
incone vas  from rncmburahip nsscsemsnts and i t s  disbursementn wore operating 
expensea. Tht3 organization did not qualify for exe~ption under soccion 
S O l ( c ) [ l f  boca~iae tbe essential neturs and structure of a condsminit~m system 
of ownership, the  rights, d!tties, p r i v i l a ~ e s ,  and immunitiey of tho  mowbers ef 
an ssaociation of unit o~fners derive from, an4 are oatablished by, statutory 
and contractunl provisictne and are inextricably, and com~pulsorlly t i e d  to the 
ownar's acquieition and snjoment of h i s  property i n  the condorniniu~~. 
3d .d i t i 0na l3 .y~  condominium owl~arship invo lves  the mainteraancet and core of 
cclmmon areas vhich necassarily constitutes tho provision of p r i v a t o  benefit 
for u n i t  owners. 

Base4 on the irrformation submtttod. it is dotermined that your otgsnizatloa is 
operating i n  the same msnner as the organization described in Revenua Ruling 
74-17 end tharaforo 3 ~ ~ 3 s  not q u a l i t y  for exemption under section 5011c) (4)  of 
t h a  Cadc. 

You are a taxaB:s e n t i t y  and required to file fodoral  income tax  returns on 
Forw 1120. 

A "horuovnero ' aasocdation" t h a t  i s  not exempt undor aec t ion  501 (c )  ( 4 )  and 
tha t  i$ a condominium management ensocia tlon psnerally may ~ l e c t  under the 
proviai~hs of saction 528 of the Code to tace ive  certain tax  benefits t h a t ,  in 
offect, psrrnit the axclusion of t t s  exempt function incoae :Irom its gross 

Enclosed i s  a copy of Publicatioh 588  which provides information with respect 
t o  tscction 528  should the association desire to consider election of coverage 
under this provision of tho Code, 

If you do not accapt our findings regarding your ex~mpt s tatus  u ~ d e r  section 
501(c) i4 ) ,  HN tecommond that you requost a confsxance with a msmbur of  our 
Regional Office of kppoala.  Your rdquest  for a confereera shottld i n c l u d ~  a 
wr i t ten  appeal g i v i a q  the facts ,  I a v ,  and any othor infurmatlon to  support: 
your position as ex~laihod In tho snclosed Publ icat ion 892. You t r i l l  then be 
contacted to arrange a d a t o  for a conference. Tho co~ference nag be held a t  
the Regional OfPice or, I f  you royi\est,  at any mutual1,y convenient District 
Office. If tro do not  hear frob you, and you will be repreljeoted by someone 
l?ho Pa not one of your priiieipa? officerat that  pereon +fill need to . f i l e  a 
POMes of attornoy authorization with  us. 



***********  *********  ***************  
************

If you do not appeal t h i s  dotcsain3tion w i t h i n  30 days from the date  of t h i s  
letter, as explained in the e n c l o ~ e d  Publication 892 ,  Lhis  l e t tdr  v i l l  becowe 
our final determination cn t h i ~  matter. 

Sincerely youra, 

**********  
District Dirsctor 

Enclo9ures: 
Publication 892, Publication 5fi8 


